The purpose of this study is to examine the impact of women empowerment through board diversity along with governance variables on capital structure and leverage dimensions. To achieve this objective, sample of 35 business firms over 2012-2016 is collected in the region of Thailand. Secondary data approach is implemented with descriptive and regression analysis. It is found that board diversity (presence of female members) is significantly associated to capital structure and leverage pattern. With the presence of firm age, fixed payments and risk factor, this effect is found to be true for total loan and leverage factors but insignificant for the debt to equity ratio. Effect of board size on capital structure and leverage dimensions is also found to be significant. Meanwhile, effect of age on debt ratio and total loan is positively significant but negatively significant for total leverage. Practical significance of the study covers managerial implication in the field of corporate governance and risk-taking behavior through capital structure and leverage.
Introduction and Background
For business firms and economy, reasonable consensus is available for the significance of corporate governance (CG) as it attains much attention in the literature. Recent studies in this field indicates the fact that success factors of business organization is closely associated to CG. The key focus of vast body of literature is on governance mechanism and its impact on the firm performance (Conyon & He, 2008; La Rocca, Montalto, La Rocca, & StaglianÃ, 2017; Zulkifli, Shukor, & Rahman, 2018; Muma, 2018; Mungwari, 2018; Muniisvaran & Vijayalakshmi, 2018; Muñoz, 2017; Myambo & Munyanyi, 2017; Sbaouelgi, 2018; Obiekwe, 2018; Arora & Sharma, 2016; Azeez, 2015; Francis, Hasan, & Wu, 2015; Hasanudin et al., 2019; Esenyel & Emeagwali, 2019) .
Business firms working with the weak governance structure have more intensity to face the agency issue, where managers place their personal interest ahead of corporate interest (Bosse & Phillips, 2016) . Under the title of agency theory, it is explained that mangers are not very much careful about the funds of stakeholders, comparatively to their own (Letza, Sun, & Kirkbride, 2004) . Another theory indicates the strong association between the organizational success and satisfaction of shareholders is stewardship theory. Various dimensions are presented in the literature to cover the basic idea of corporate governance. In this regard, total members in the board expresses the size. It is believing that larger board size can significantly manage the business strategic affairs, comparatively to smaller board size. However, the factor of women empowerment is under observation since last couple years due to its worth in the board through gender diversification. Diversity in the board through gender specifies its impact on the performance (Bear, Rahman, & Post, 2010; Bernardi, Bean, & Weippert, 2002; Boulouta, 2013; Erhardt, Werbel, & Shrader, 2003) , but the literature contribution for the women empowerment through board diversification and its linkage to capital structure and leverage is very limited. Women empowerment indicates the actions and raising of status for the female through education, literacy, and job opportunities in the society (Mosedale, 2005; Malimi, 2017; Mohiuddin, 2018; Mokgari & Pwaka, 2018) .
In addition, capital structure reflects the financing decision of the business to finance its capital investment projects through debt and equity. Higher portion of debt refers to more usage of external loans with increasing amount of fixed obligations over business. While equity financing indicates the patterns of financing where more funds are availed through issuance of common and preferred shares in the market. One of fundamental point of discussion for the capital structure is leverage which defines the utilization of fixed payment obligations in a way that both risk and return in the business can magnify. Leverage specifies the relationship between sales and operating profit (operating leverage), and between operating profit and earnings per share (financial leverage). Overall leverage adds both the operating and financial leverage. The purpose of this study is to examine the effect of women empowerment through board diversity and governance dimensions on capital structure and leverage of selected firms in Thailand. Besides, effect of firm age, fixed payment ratios, and risk is also evaluated with the governance variables on capital structure and leverage. The rest of the paper is as follows. Next section covers the literature work on the topic. Section three examples the variables and their operational measurement. Section four explains the methods and econometric equations. Section five provides empirical findings and discussion. Last section indicates the conclusory part.
Literature Review
The dynamics of capital structure choice and its association with the corporate governance has provided limited empirical evidence. Research study conducted by (Morellec, Nikolov, & Schürhoff, 2012) have empirically developed a dynamic model to explore the association between the conflict of shareholders & manager, based on the choice of capital structure. Research study conducted by (Liao, Mukherjee, & Wang, 2015) have indicated the fact that higher level of financial leverage in the business with the more adjustment through shareholder's desire is highly associated to better quality of CG. Quality of CG is highly linked to the independent of CEO and greater presence of outside directors in the business. However, it is also found that effect of CG on level of leverage is more pronounced with the initial level of leverage.
As per the findings of trade-off theory, value of the firm is maximum in the form of shareholders wealth when the capital structure of the business reach to the optimal level. This benefit is associated to the tax benefits against the financial distress and cost of debt. Besides, deviation from the level of leverage which is known as optimal can create significant benefit to the business. Some studies have found misbalancing or incomplete leverage rebalancing, based on refinancing cost (Lemmon, Roberts, & Zender, 2008) . Research work by (Francis et al., 2015) examines the impact of directors from the academic background and performance of the firm. It is expressed that those directors who entitled as professor can play their significant role in governance structure. Meanwhile higher stock price, lower compensation for the CEO and higher CEO turnover is highly associated to each other. During the period of last decade, (Wen, Rwegasira, & Bilderbeek, 2002) examine the effect of corporate governance indicators and level of capital structure for listed firms in China. It is observed that if business manager tends to pursue lower value of financial leverage, when they have stronger background from board members. This relationship is only acceptable when there is a presence of board composition and tenure of CEO. However, defined association is insignificant with the presence of board size and fixed compensation for CEO. Kang, Cheng, and Gray (2007) considers the corporate governance, board diversity and factor of independence from the context of Australian companies. Authors explains that most of the studies in stated context covers US region, hence cannot be generalized. (Chow, Muhammad, Bany-Ariffin, & Cheng, 2018) examine the moderating effect of corporate governance for the relationship between capital structure of the firm and regional economic uncertainty. For this purpose, they have applied two step generalized method of moment regression approach for a sample of 907 listed firms during 2004-2014. Findings of their study reflects the fact that significant & negative effect of regional economic indicator on capital structure with the presence of CG as moderator. Their findings suggest that CG is playing its role as an active mechanism during the time of higher uncertainty. Practical implication of the study reveals that policy makers can formulate the policies to mitigate the adverse effect of regional uncertainties (Zandi & Haseeb, 2019) . Hussainey and Aljifri (2012) examine the impact of CG on financial decision of the business firms in United Arab Emirates (UAE). Specifically, their study explores the internal structure of CG and how external structure of CG can influence on capital structure. Through multiple regression models for 71 listed firms it is found that institutional investors are significantly and negatively affecting the debt to equity ratio for selected firms. However, their findings are not supporting the active monitoring assumption. Empirical analysis also indicates practical implication for the financial firms working in the region of UAE. As per the best knowledge of authors, it is found that no study is yet to be conducted for the association between CG and capital structure in UAE. La Rocca (2007) explores the relationship between corporate governance and capital structure for the value of selected firms through synthetic review of present literature and conceptual discussion. Dimitropoulos (2014) conducts their survey for CG, capital structure from European context. While some other studies have also examined the similar relationship in both developed and developing economies (Sheikh & Wang, 2012; Boateng, Cai, Borgia, Gang Bi, & Ngwu, 2017; Li, Pike, & Haniffa, 2008; Majumdar & Chhibber, 1999; Reddy & Locke, 2014; Suto, 2003; Hussain, Abidin, Ali, & Kamarudin, 2018; Tran et al., 2019) . To the best of author's findings, existing literature is lacking with the empirical contribution from the context of women empowerment through board diversity, CG indicators, capital structure and leverage dimensions in Thailand. This study is trying to fill this gap through empirical assessment of stated variables.
Definition of Variables
Details of all variables are as follows:
Capital structure (CS)
l Capital structure is main dependent variable, referring the mixture of debt and equity in the balance sheet. To reflect the concept of capital structure, two dimensions under the title of debt ratio and log of total loans in the business are added in econometric models. Debt ratio measures the portion of long terms funds, being used to finance the capital assets. Total loans reflects overall value major loans availed by the business from available sources, where it has to pay interest over regular intervals.
Leverage (LEV)
l Leverage refers to the utilization of fixed cost in the business to increase risk and return. Higher leverage means more risk in the business and ultimately more return over equity. Two major components of leverage are presented in existing literature; operating and financial. Operating leverage measures the relationship between sales and earnings before interest and tax. While financial leverage explains the association between EBIT and EPS.
Corporate Governance (CG)
l Corporate governance explains overall rules and regulations to govern and run the business firm. It considers the board structure through size of board or number of members in the board, diversity of the board through gender categories, number of outside directors, and non-executive directors. All these measures are considered in the study, specifically board diversity through both male and female members. This factor of diversity indicates the women empowerment and overall corporate culture to strength the women in business firms for a positive image.
Firm Age (FAGE)
l Firm age refers to the time period business is working through its operational activity in the marketplace. It is a common notion that business firms with older age have more experience comparatively to those which are new in the market. Age factor is measured with total number of years from date of incorporation to present.
Fixed payment Ratios
l With the presence of debt and equity financing in the business, fixed payments becomes integral obligations to satisfy on time. For debt, the most common type of fixed payment ratio is interest coverage ratio, reflecting the business ability to satisfy its interest payments through EBIT. At second, fixed payment covered ratio combines the fixed cost like interest, dividend, lease and principal repayment of the loan over time. In addition, dividend payout ratio measures the firm capacity to pay dividend per share to its shareholders while taking the EPS as base.
Risk
l The factor of risk reflects the chance of uncertainty for the firm. Various measures are presented in the literature to cover the title of risk. Present study considers the liquidity measure which explains the ability of the firm to meet its short-term financial obligation at the time when they becomes due. More liquid firms are supposed to stable in financial dimensions.
Data, Methods and Equations
Data for the empirical analysis is collected from annual reports of 35 companies, along with other online sources, covering the dimensions of governance structure, capital structure, leverage and fixed payment ratios. Selected firms are from the manufacturing sector in Thailand. Only those firms are selected which have no missing observation over simple period. Due to secondary in nature and quantitative, present study has applied descriptive and regression analysis, for the following econometric equations:
Equation 1
Equation 2 Equation 3 Equation 4 Equation 5 Equation 6 Equation 7 Equation 8 Equation 9 Equation 10 Equation 1 to 5 examines the relationship between governance indicators, capital structure and leverage. While equation 6 to 10 indicate the impact of firm age, fixed payment ratios, risk and capital structure indicators on capital structure and leverage.
Results and Discussion
Table 1 expresses descriptive findings through mean score, deviation in the average value, and range of data. Table 2 presents variables. Overall observations for the variables are 210, reflecting no missing observation during time period of interest. For Debt Ratio, average value is 44.891, indicating the fact that most of the firm relies on the 45 percent portion of debt in their total asset's investment. Deviation in mean score of debt ratio is 2.55 with minimum of 36 and maximum of 56. For log of loan, overall value of long-term debt in the balance sheet of selected firms is observed. Average value is 4.26 while taking the natural log of the data, with the deviation of .620 and maximum value of 6.984. In capital structure decision, factor of leverage plays its significant role as it is associated to the fixed cost payments and magnification of risk_retun. Average score of total leverage is 4.058 with the deviation of 1.88. While financial leverage deals with the EBIT and earnings per share. Average value for financial leverage is 6.20 with the standard deviation of .915. For operating leverage, relationship between sales and EBIT is observed over time period of interest. Firm age indicates the time period since business is operating in the market place. Higher the firm experience means more expertise and better competitive advantages over rivals under regular course of action. Average score for the firm age is 15.652 with the deviation of .515. In addition, interest payment ratio (INTEREST_P~O), average intensity of the firm to pay interest cost is 6.578 through its operating profit or EBIT. Higher this ratio means more payment for the fixed cost like Interest. For dividend payout ratio (DPR), fixed expense on equity share is observed. Average score for DPR is 4.321 with the deviation of .89. In addition, the factor of fixed payment covered ratio represents all payments which are fixed in nature and firm's intensity to pay them all. An average value of FPCR is 4.774 with the highest deviation, comparatively to all other variables. The factor of risk has an average score of 3.049 reflecting the relative value of uncertainty for all the selected firms. For corporate governance, variables like board size (BSIZE), board diversity (BDIVERSITY), non-executive directors (NED), duality of CEO (CEODUALITY), and outside directors (OUTSIDE_DI~S). Board diversity reflects the factor that how much female members are added in the board by the business for better strategic decision through gender variety. Maximum four female members are found in the board size with the deviation from the mean is .839. Non-executive directors or NED reflects number of outside directors in the board. It means that more increasing board size is negatively and significantly affecting the debt portion of the firm over time. It reflects the adverse association between the governance factor through number of members in the board and loan proportion in total assets. For LOG_LTLOAN BSIZE is again negatively and significantly associated with the coefficient of -.127 and standard error of .0528. For the factor of total leverage, BISZE reflects a positive association through robust coefficient of .0557 and standard error of .0333. It means that better board size is leading to more value of total leverage, hence increasing the risk return and their magnification too. For financial and operating leverage, coefficients are .0557 and .0942 respectively. These values are also predicting the fact that increasing financial and operating leverage is observed through BSIZE. For women empowerment in the board members, board diversity is observed through addition of female members. It is found that all the proxies of capital structure except operating leverage are significantly and positively associated to BDIVERSITY. It means that board diversity through female members increasing the leverage capacity and capital structure format at the same time. For Non-executive directors NED, significant and negative influence is observed for the FINANCIALLEV with the coefficient of -.0216 and standard error of .0137. It reflects more NED in the board can lowers the value of financial leverage and vice versa. While the factor of CEO duality indicates no significant association between any of the capital structure and leverage factors. For outside directors, it is observed that negative and significant impact on TOTALLEV through coefficient of -.141 and standard error of .0566 as well. as per stated findings, Model 3 for TOTALLEV indicates highest robust & explained variation of .359. Table 5 shows the effect of firm age, interest payment ratio, dividend payout ratio, fixed payment covered ratio, risk and corporate governance indicators on all the proxies of capital structure and leverage. It is found that firm age has a significant and positive impact on DEBT_RATIO, and LOG_LTLOAN with the coefficients of .0422 and .00553 respectively. While its effect on TOTALEV is -.00362, indicating significant negative influence under full sample of 35 business firms. However, for financial and operating leverage, age has no significant association. The factor of interest_P_RATIO has a positive impact on LOG_LTLOAN through beta coefficient of .00977. For TOTOALLEV, coefficient is .00203 reflects that more value of total leverage is significantly depending upon INTEREST_P_RATIO. For dividend payout ratio DPR, negative influence on total loan and positive influence on total leverage is found. These findings explains that value of loan lowers with the increasing ratio of dividend payments in the business. However, for fixed payment covered ratio, none of the capital structure and leverage factor is significantly associated.
For the factor of risk, significant and negative association is found for LOG_LTLOAN with the coefficient of -.00527. With the presence of firm age, interest covered, dividend payments, fixed payments and risk factors, BDIVERISTY has a significantly negative influence on LOG_LTLOAN, and positively significance relationship with TOALLEV. For financial & operating leverage, board diversity has a significant with the coefficient of .0558 and .0981 respectively. However, factor of board size has its significant and negative impact on total leverage. For NED, and CEODU-ALITY no significant association is found for capital structure and leverage dimensions. In addition, outside directors has a significant and negative influence on total leverage with the coefficient of -.141. Overall explanatory power is maximum for Model 8, followed by model 6 and Model 7 respectively (Table 4 ). In Table 5 effect of corporate governance on capital structure indicators is presented.
Conclusion and Recommendations
This study has analyzed the effect of corporate governance variables along with women empowerment on capital structure and leverage factors. For this purpose, a sample of 35 business firms working in the region of Thailand are selected over 2012 to 2016. Besides, effect of firm age, fixed payment ratios like interest and dividend with risk in the business is evaluated over similar time while adding the corporate governance indicators for capital structure and leverage. Pooled regression findings indicates that women empowerment in the board through board diversity indicates its significant and positive influence on debt rations, total leverage and financial leverage. But the effect on operating leverage is found to be insignificant under full sample of the study. while board size is negatively affecting the debt ratio and total debt in the business, but positive influence on total leverage, financial leverage and operating leverage. The value of financial leverage is negatively influenced by non-executive directors in the business. Through CEO duality, only effect on total leverage is significant & negative. With the presence of firm age, risk and fixed payment ratios, significant effect is observed through female members in the board on capital structure and leverage, except for debt ratio. It is observed that more outside directors in the board negatively and significantly affecting the total leverage, hence lowering the magnification of risk and return.
These findings have provided a solid justification for theoretical and empirical contribution in the literature from the context of Thailand. More precisely, empirical literature on women empowerment and capital structure is very limited and enough gap is still available to cover. It is found that capital structure and risk-taking decision of the business are closely link to the situation when there will be female members in the BODs. The influence of female members is not neglectable due to gender diversity. Meanwhile, presented findings have their considerable implication in the field of financing decision and developing a corporate culture through mixture of board members. Business regulators and corporate strategic decision makers can review the impact of female members on leverage decision and mixture of debt and equity in the business. However, this study is based on several research limitations, providing a pathway for future research. At first sample size is limited to 35 firms only within specific region of Thailand with restricted implications outside the country. At second, advance panel models like GMM, fixed effect and random effect are also missing in the analysis part which can be reconsidered for upcoming studies.
